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Mr, Zhairman ana Memters of the Subcommittee:
Wa appreciate the opportunity to appear before you tcday to

rresent financial information about the Maritime Administra-
tion’'s (MARAD) Title XI Feceral Ship Financing Funa. Wwith me is
Charles W, Culkin, Jr., Project Manager, and Laura A, Fauser,

ftaff Memter, from GAO's Accounting and Financial Management’

Civisicn. As you requecsted, we have gathered information ana
Fund, with sgecial

TR
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summarized the financial aspects of th

emphasis on its activities since 1981,
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SUMMARY

The Federal Ship Financing Program, which was created to
encourage the construction of U.S. flag vessels through loan
guarantees, had outstanding guarantees and commitments of $6.8
billion on May 31, 1985. The program has experiencea rapid
growth over the last 13 years, along with a shift in emphasis
from seagoing vessels to barges, tugs, drilling rigs, anda other
types of vessels. This growth followed 1970 and 1972 revisions
to the Maritime Act. The Federal Ship Financing Fund's finan-
cial condition appeared to be stable until the last few years
when the number and size of aefaults began to rise daramatical-
ly. 1In fact, the Department of Transportation Inspector General
reported to MARAD in July 1983, that the Title XI program was
facing serious financial problems, Cf about $8 billion in out-
standing loan guarantees and commitments at that time, at least
$900 million were to comganies wﬁich haa loan aefault risks sig-
nificantly greater than other Title XI comganies. The Inspector
General reported that loan defaults could substantially exceed
the $200 million available in the Funa at that time.

Over the past 3 years, until May 31, 1985, the Funa -
suffereda aefaults of $373.7 million in principal ané accruea
interest., Additional defaults of some $88 million are expected
by the ena of this fiscal year, ana $30C to $500 million by the

end of fiscal year 1986. Wwith liguida assets of only $8 million



remaining at Mmay 31, 1985, the Funa will be comgellea to exer-
cise its borrowing authority with the Treasury. On February 27,
1985, Treasury approvea a lcan to the Func for the additional
cash needed to continue program operaticns. The ability of the
Fund to repay such borrowings is highly guestionable., The pri-
mary scurces of liguid assets are guarantee fees, which have
been shrinking due to a drop in vessel construction, ana cash
from the liguidation of vessels acquired from cefaulted loans,
which must be sold in a aepressed market,

From our reading of the Funa's financial statements, we
note that allowances for probaktle losses have not been estab-
lishea for advances to financially troubled vessel owners, nor
has a liability been recognizea for probable losses on cutstand-
ing loan guarantees. These practices do nct conform to the
Comptroller General's grinciples and stanaards of accounting for
feaeral agencies-~title 2--that require the recodgnition, in an
entity's financial statements, of reasonable and gprobable losses
on guarantees, loans, and other assets. Had such amcunts been
calculated anda reported in the Fund's financial statements, a
clearer picture of the aeteriorating firancial cosition wouiﬁ

have been surfacec to the Congress sconer,
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wWe gatherea the financial information includea here at
MARAD's headguarters. We interviewed MARAD officials resgon-

sible fcr the Title XI program ana reviewec the Feceral Shig



Financing Fund's financial statements and other suppotrting
schedules for fiscal years 1973 through 1984, and interim finan-
cial information as of May 31, 1985, Also, we gatherea other
statistical cata relating to the Title XI prcgram covering fis-
cal years 1955 through 1984, and as of May 31, 1985. The infor-
mation contained in the accompanying schedules, charts, and
graphs was taken from MARAD's bcoks ana records, and we have nct
verified it.

THE SEIP FINANCING PRCGRAM

The Federal Ship Financing Program, which is administered
by the Department of Transportation's Maritime Aaministration,
was established by Title XI of the Merchant Marine Act of 1936,
as amended. Prior to 1972, Title XI was a program designed to
insure vessel construction loans or mcrtgage agreements
against default. The Federal Ship Financing Act of 1972 was
enacted to imgrove the effectiveness of the prcgram and attract
more private debt capital for vessel constructicn. Under the
1972 Act, guarantees backed by the full faith and creait cf the
Unitea States are issued to U.S. citizen shipowners for financ-
ing or refinancing the construction of U.S., flag vessels. T%e
program enables eligible vessel cwners tc obtain long-térm
financing from financial intermediaries at interest rates
availacle to large ana financially strong corporations.

The act limits Title XI lcan guarantees to 87,5 percent of

the cost of vessels constructed or reconstructea without a



congtruction differential subsidy (CDS8), or to 75 percent of the
cost of vessels constructed with CDS funds. Fer the gast 3
years, MARAD has limited guarantees to 75 percent ¢f vessel
costs in order to strengthen the guarantee program. MARAD has
authority to issue aggregate loan guarantees up to a maximum of
$9.5 billion. As of May 31, 1985, over 6,000 vessels were
covered, with outstanding loan guarantees and commitments total-
ing $6.8 billion.

The Federal Ship Financing Fund is a revclving funa estab-
lished to underwrite the Title XI procgram,. Fuhd revenues are
generated from investigation fees, annual guarantee fees, ana
investment income, All expenses, incluaing those to investigate
new applicants, monitor existing lcan guarantees, anda pay loan
defaults, are paia from the Fund,

The Fund also makes advances to financially troukled vessel
owners who are experiencing temporary cifficulty in making their
lcan or insurance payments on loans guaranteed unaer the pro-
gram. In the past, these aavances, which are direct loans, were
generally made for long-term periods with terms basea on the
original loan guarantees. Today, MARAD i; reguliring a S-yé;r
payback rerioa for any new aavances, |

In the event a borrcwer does nct make scheauleda cebt
service gayments on the guaranteea loan in accordance with the
bond indenture agreement, the loan can bte callea into default,

thus requiring the Fund tc pay off the bonad hclaer., When this
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occurs, the Fund attempts tc foreclose on and sell the vessel.
If this is not possible, the Funa obtains a note secured by the
vessel for the payoff amount. The note, or vessel, is recordaea
by the Funa as an asset, and a corresponding allowance may be
established for estimated losses on dispgcsition,

FINANCIAL PCSITION OF THE FUND

We have included abbreviated statements of the Funa's
account balances for fiscal years 1973 through 1964 (Exhibits 1
and 2). We have also included the statements submitted to
Treasury on Forms 221 and 220 (Exhibits 3 and 4). Cur analysis
of this information reveals the fcllowing trenas:
~--Revenues, comprised mainly of guarantee fees and interest on

Funa securities, have increasea over 8-folda, from $8.7 million
in 1973 to $71.4 million in 1984 (Exhibit 5),

--Loan loss expenses, which represent a reccgnition in the
Funa's financial statements for estimated losses on actual
lcan aefaults, were $35.1 million in 1978. After daropping to
a low of zero in 1981 and 1982, they rose to $42.6 million in
1984 (Exhibits 1 and 6). The Funda does not recognize
pctential losses on lcan guarantees outstancing, which is not
in accoréance with the Comptroller General's accounting
standards,

--Aadministrative and other Funa operating exgenses have fluctu-
ated over the 1973 to 1984 period between a lcw of $1.5

million in 1973 ana a high of 57.2 million in 1983 (Exhibit

6)-



--Net income, which represents the annual grocwth of the Funa,

has varied considcerably over the 1973 to 1984 perioca, being

most airectly imgpacted by the amount of annual loan loss

expense, It amounted to a high of $62.8 million in 1982--the

year lcan loss expenses were at a low point--ana a low of $5.6

million in 1978 (Exhibit 7).

--The Funa balance, which represents the U.S. government's

equity in the revolving fund, has grown from $45.1 million in

1973 to $373.6 million in 1984 (Exhibit 7).

~--Liquid assets, ccmprisea of cash and securities, rose overall

from $43.2 million in 1973 to $147.6 million in 1984 (Exhibit

8). However, as of May 31, 1985,

the liguia assets shrank to

$8.0 million as a result of large payoffs on recent defaults.

At the end of 1984, approximately 60 percent of the Fund's

total assets were unavailable to pay claims against outstand-

ing yuarantees because they were comprisea of non-liguia as-

sets, which incluae notes receivable on defaultea leoans,

advances, and vessels awaiting liguidation (Exhibit 9).

-—-Agvances to vessel owners, to help prevent or forestall loan

cdefaults rose from $7.3 million in 1973 £c¢ $101.8 million -in

19684, Most of this rise, however,

nas oc¢curreé since 1978

(Exhibit 10). The Fund has not established an allowance for

the uncollectability of these advances, which again is nct in



accoraance with the Comptroller General's accounting stana-
ards.

--Defaulted loans, net of loan leoss allowances, which are
classified as loans receivable, have risen from $0 in 1973
to $100.9 million in 1984. Most ¢f this increase has occurread

since 1977 (Exhibit 10).

LOAN GUARANTEES

For the first 33 years of the Fund, through fiscal year
1970, the program guaranteed $1.2 billion in loans of which 97
percent were for seagoing vessels (Exhibit 11).

Curing the next 10 years, through September 1980, new loan
guarantees tctalea $8.2 billion., The prcgram nct only expanaea
rarialy, but changea its emphasis on the tyres of vessel loans
guaranteed. Loan guarantees for seagoing vessels declined to 63
percent of the total, while for btarges and tugs they increased
tc 17 percent, for drilling rigs to 14 percent, and supgly and
other vessels to 6 percent (Exhibit 12).

Between Cctober 1980 and Nay 1965, loan guarantees totaling
$2.2 billion were made. The percent of guarantees for seagoing
vessels continued to decline to 32 percent. On the other hana,
loan guarantees for barges ana tugs increased significahtly to
37 gercent cf new loan guarantees, During this perioa, arilling
rigs accounted fer 15 percent, and supgply and other vessels for

16 percent (Exhikit 13).



Each year since 1980, the amount of new loan guarantees has
declined--from a high of $1.1 billion in 1980 to $177.3 million
in 1984 (Exhibit 14). Fiscal year 1985 guarantees totaled $32.3
million as of May 31, 1985,

ADVANCES

From the beginning of the program through 1978, adavances
granted to financially troublea vessel owners totaled only $7.6
million. Beginning in 1979 and continuing to 1983, total ad~
vances grew significantly as a result of the depressed shipping
industry and MARAD's default prevention effcrts (Exhibit 15).
As of Mmay 31, 1985, advances totaling $104.4 millicn were out-
standing representing guarantees to about 20 of 400 comganies,
with loan principal balances totaling approximately $500
million.

CoFAULTS

Cumulatively, the Fund has suffered $556.7 million in
default payoffs. During the early years, the Funa experienced
minimal defaults, Through fiscal year 1970, eight companies
defaultec on loans for seven seagoing vessels ana cne ferry
involving $36.% millicn in principal ana accrued interest pay-
ments. Reccveries reducec the Funé's lcsses to $6.5 million.

During the next 10 years, thrcugh September 1980, 5 more
companies defaulted on loans of $132.3 million. Recoveries
reduced Fund losses to $36.7 million. The defaults involvea 10
seagoing vessels ana 806 barges. Most of these losses c¢ccurred
in 1978 when the Pacific Far East Line defaulted on its loans

causing $34.0 million of the $3é6.7 millicn net loss.



Since 1981, defaults have increasea exponentially as a
result of a combination of adverse economic impacts, including a
falloff in oil demand, reduced iron and steel shipping, ana the
grain embargo., Between 1981 anda May 31, 1985, the Fund maae
default payoffs of principal and accrued interest totaling
$389.9 million (Exhibit 16).

Of the $558.7 million in cumulative default payoffs, $347.2
million regpresented vessels in various stages of recovery. As
of May 31, 1985, $144,2 million were to companies attemgpting to
reorganize under bankruptcy, $158.3 million were for vessels
approaching foreclosure, ancé $44.7 million for vessels acquirea
by MARAD.

Reccoveries on aefaulted loans have reduced the net Fund
outlays from $558,7 million to $436 million ana the default
arount may be further reduced throuyh aaditional recoveries
in the future. For the vessels under the protection of
bankrugtcy c¢courts, the Fund is precludea from foreclosing.

MARAD officials told us they expect additional aefaults
totaling $38.5 millicn to occur by the enéd of July 1985, ana
$49.2 million more by September 30, 1985, MARAD expects that
ancther $300 to $500 million in detaults could occur by the ena
of fiscal vear 1986,

Payoffts on recent defaults alone have essentially eliminat-
ed the Funa's liguid assets. Future defaults will cause the
Funa to borrow from the Treasury. Whether or not the Funa will

ever be able to repay such borrowings is highly questionable.
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The primary sources of revenue are guarantee fees and interest,
Guarantee fees will shrink due to the arogp in ship construction,
and interest will be minimal in the future due tc the substan-
tially reduced investment portfolio. Cash qerived from liquia-
ating vessels can also ke used to repay Treasury borrowings.
However, the ultimate cash realizeda depends on the marketability
¢f such vessels in a aepressed market.

FINANCIAL REFORTING

Finally, we woula like to take this opportunity to stress
the need for uniform annual financial reporting fcr gcovernment
revolving funas. The Fund's financial statements prepared in
the past do not conform to the Comptroller General's accounting
stanaards. In particular, the practices of establishing
adv§nces as assets in the acccunts without a corresponding
allcwance for probaktle losses and the failure to establish a
liability for probable losses on guarantees are not in accora-
ance with the Comptroller General's accounting stanaaras. These
omissions ccula mislead users of such financial statements.
Also, haa the financial statements been prepared in accoraance
with the Comptroller General's accounting standaras, there m%y
have been an earlier focus on the inadequaéy of the Euné to
cover outstanding guarantees and meet the increasing number of
defaults. By consistently following accrual accounting grinci-
cles, including the establishment cf realistic allowances for

loan losses and a liability for losses on guarantees, the
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congress and other users of revolving fund financial statements

would have better financial information for oversight and

decision-making.

This concludes our statement. We are proviaing for the

record several schedules,

additional information oOn

ment, I woulc be pleased

charts, and graghs which proviade
- -
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the subjects coveret in this state

to answer any guestions you have,



Exhibit

Exhibit

Exhibit

Exhibit

Exhibit

Exphibit

Exhibit

Exhikit

LISTING OF EXHIBITS

KELATING TO GAC'S TESTIMONY

Income Statements, For Fiscal Years Endeaq

June 30, 1973-75 anda September 30, 1976-84

Balance Sheets, As of

June 30, 1973-75 and September 30, 1976-84
Statements of Income and Retained Earnings,

(Treasury Form 221), For Fiscal Years Enaead

June 30, 1973-75 and September 30, 1976-84
Statements of Financial Condition (Treasury

Fcrm 220), As of

June 30, 1973-75 ana September 30, 1976-84
kevenue, Fiscal Years 1973-84

EXpenses, Fiscal Years 1973-84

Net Inccme vs. Fund Balance, Fiscal

Years 1973-84

Liguid Assets, Fiscal Years 1973-84



Exhibit

Exhibit

Exhibit

Exhibit

Exhibit

Exhibit

Exhibit

Exhibit

NOTE:
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11

12

13

14

15

16

Ligquid Assets vs. Total Assets, Fiscal

Years 1973-84

Aavances and Defaulted Loans (Net), Fiscal

Years 1973-84

Compositicn of the Title XI Fleet

Guarantees by Vessel Type, Fiscal Years 1971-80

Guarantees By Vessel Type, Fiscal Years 1981-85

Guaranteesg/Commitments, Fiscal Years 1970-=85

Advances Granteca, Fiscal Years 1971-65

Default Payoffs, Fiscal Years 1971-85

Some of the above exhibits incluae information only

through fiscal year 1984, since complete financial infor-

maticn for 1985 is not available. The reacer is caution=-

ed that significant events affecting the Title XI Fund

have occurrea during fiscal year 1985, as noted in our

narrative testimony.



EXHIBIT 1
PEDERAL SHIP FINANCING HUND

INCORE SIATEMINIS
FOR FISUAL YEARS ENDED JUNE 30, 1973-75 aMD SEPTENBER 30, 1974-84

1973 1974 1945 197 1577 191 1919 1980 1981 1982 1% 1
REVENUE:
Buar antee tees 6,058,895 48,207,601 410,189,350  #18,543,565  $22,245,4% 935,895,003 430,220,836 433,035,526 435,300,200  ¢41,302,34) $45,010,823 343,703,161
Interest 2,222,356t 3,819,481 1,843,964 4,583,004 9,410,614 8,028,738 10,833,029 13,055,144 19,974,396 25,760,032 29,049,009 26,557,099
Other 1,18 253,400 1,014,405 3.\ ] [] 26,109 181,643 149,100 ue 13,24 1,147 304
VOTAL REVENLE 8,680,945 12,060,692 15,BAR, 1Y 25,149,926 34,718,300 3,923,241 4,080,574 46,212,313 35,503,770 41,044,327 74,100,202 11,407 400
EIFENSES:
10an loss eapense [] [ [] [] o 35,110,002 15,160,514 131,401 [ 9 B2 Q42180
Adsraistration and Other 1,480,373 1,872,763 4,797,151 4,003,116 2,850,401 3,21,9% 3,608,2 3,921,284 4,512,059 4,2:8,438 1,224,510 3, H023
T0IAL EXPENSES 1,480,373 1,872,763 4,792,151 4,003,116 2,830,401 36,354,002 18,764,836 4,052,885 4,312,059 4,268,638 32,943,049 &b, 540,082
NET INCOME BEFORE 7,208,572 10,207,929 11,092,568 20,146,810 78,835,789 5,569,739 22,015,738 42,219,628 98,991,711 62,795,48% 41,964,353 U 81,2
Extraordinary lles ] [ [ [ v [} 3,265,07% [} [} ® [} 2,525,000
BEY INCONE 7,208,512 10,207,929 11,052,568 21,146,810 08,885,997 5,569,739 25,581,567 42,219,020 50,991,001 82,795,089  A1,%66,533  27,38b,5M2
FUND BALANCES
Begianing 39,045,703 45,137,075 55,345,008 87,091,938 68,238,748 17,120,717 122,694,456 148,276,023 190,493,651 241,467,342 304,283,051 346,249,404
Prior year adjustaent (219,200) 0 694,380 0 0 [} (] () ® ) (] 0
CLOSING FUND BALANCE $45,137,075 35,345,000 §67,091,938  #88,238,74B $117,124,707 122,690,456 148,276,023 ¥190,095,651 6241487362 $304,783,051 4186, 249,604 §373,635,998

NOTE: Fuiscal year 197t data covers the period 7/1/75-6/30/76 and the 1/1776-9/36/76 tiansitioa quarter.
SOURCE: (.S, ¥aritise Administiation.



ASSETS:

Cash with Treasury

Securities

Accounts Receivable
Fees receivable
Governsent aat ather

Loans Receivable (oet)
Bofaulled Joans
Allownance for losses

fdvantes

Vessels
Other

TOIAL ASSETS

»

LIASILITIES ARD FUND:
Accounts payahle
Deferred ifees
Other

TOTAL L1ABELITIES
FUNB BALANCE :

IOTAL LIAB. & FUND BALANCE

FEDERAL SHIP FINMICING FUNG

BALANCE SHEETS

AS OF JUNE 30, 1§73-75 AN SEPIEMBER 30, 1974-B4

EXHIBIT 2

1573 194 1915 1976 1w wn 1979 1994 1981 2 1983 199
584,951 §1,530,365 IN5, 044 81,114,431 $350,370 24,500 144,553 1287,707 520,204 834,014 AU 1,302,687
2,500,000 55,900,000 71,417,000 98,124,000 129,969,000 63,990,000 91,900,000 130,960,000 154,765,000 (03,970,000 110,249,000 14,313,000
1,096,052 1,842,008 1,000,178 450,20 1,458,271 751,11 IRIINY) AN 2,200,220 A0, B2, 13,107,914
1431,339) 15b4,181) {M9,543 M8 4,22,0% 2,500,209 844,628 1,809 (1,225,800 4,776,239 4,001,360 4,051,855
%e,13 15,925 8,235 5,045,891 5,731,009 3,281,960 {958,048 57,000 51,053,030 10,967,300 12,913,800 17,149,780
1,008,090 10,008,197 11,386,600 10,756,550 10,798,678 113,033,427 107,302,451 104,598,780 104,276,636 99,205,637 131,730,185 158,224,228
111,408,15T)  (10,808,197) (11,386,090  (10,756,5500  (10,756,5501  (45,950,688)  (55,940,5220  (55,740,321) (35,000,999}  (50,000,000) 154,058,112)  182,749,4YD)
v 'y ° 0 42,129 42,082,739 SH,31,99 50,456,259 A, 215,637 49,215,437 83,571,083 106,934,53
1ANIA 4,005,080 4,886,063 6,900,103 4,012,087 4,310,668 16,494,846 23,307,36h 41,835,942  $9,657,49%¢  94,251,235  190),780,47%
7,08,728 8,025,080 0,886,763 4,900,119 4,004,916 00,392,620 87,856,375 73,963,405 90,851,599 108,273,131 A&7 628,318  202,114,9%3
¢ 0 ¢ 0 0 ] 0 0 13,076 19,B90,B59 20,507,488 3,620,784
0 270,000 1,885,815 0 o 103,806 3,314,219 2,705,262 2,900,600 3,130,390  §,608,04) 952,22
$51,505,392 654,870,374 978,753,557  $001,835,001  §140,115,295 $139,728,00  $185,213,895  $208,774,074  $208,156,615 321,028,494 4373,627,087  #402,502,783
35,18 $515,978 ST, §1,940,92%  $1,162,083 765,850 41,010,758 41,062,887  #1,(17,480 $350,247 42,033,848  41,008,5%
5,501,797 8,i54,904 10,700,383 20,655,367 21,628,495 16,247,009 15,907,014 17,206,300 25,550,573 22,187,1%  25,543.B16 25,317,904
890,354 453,538 ) 0 ° o ') ') ¢ ¢ 0 ¢
5,368,307 9,526,310 11,850,609 73,596,293 22,990,518 17,033,640 14,937,072 18,219,223 26,669,255 2,730,443 20,570,884 28,426,517
5,031,015 35,345,004 87,091,938 88,230,48  NT,N7 122,599,455 148,206,023 190,095,551 281,487,362 304,283,851  JAB,24%,80)  373,43,28b
§51,505,392  $64,871,314  §78,753,557 110,835,041  $140,115,295 139,728,096  $185,213,895 $208,774,874  6260,156,615 6327,020,49%  $373,820,887  $402,562,783

NOJE: Fiscal year 1976 data covers the period F/4/75-6/30/26 and the 7/1/76-9/30/76 transition quarter.

SOURCE:

1.5, Maritiee Adminsstration.



EXNIBIT 3

FEDERAL SHIP FIMANCING FUMD
STIAIENENTS OF IMCONE AMD KETAINED EARNINGS
{TRERSURY FORN 221)
FOR FISCAL YEARS ENDEG JUME 30, 1973-75 AN SEPIEMSER 30, 19/6-84

(175 197¢ 1975 1 1977 1978 1979 1990 198 1982 1983 1984
INCONEs
Sales of goods- vessels " 250,100  $1,004,748 1] 40 $0 0 #® ) 0 113 1)
Sales of services 0 0 0 3,347 ¢ ] [] [] (] [] [ [
Insucance aad quir. presiuves 5,458,895 8,207,641 10,389,350 18,543,585 22,245,896 35,895,003 30,220,836 33,035,526 34,380,274 41,302,347 45,010,823  4),lul,1a)
aterest 10ccae-POS ] 1,916,205 3,540,120 4,326,447 6,165,102 8,091,914 7,411,783 5,183,673 10,029,526 14,036,935 18,000,044 21,001,308 14,625,954
Interest incoes 304,028 383,554 37,517 41,922 1,378,760 418,955 4,049,358 3,025,618 4,315, 41 1,152,508 8,607,033  11,930,25%
Other 1acone 1,749 3,300 11,659 [] 0 0 26,109 181,543 149,100 n 19%,2% 1,147,304
TOIAL INCONE 8,688,945 12,080,692 15,849,719 25,149,926 31,716,370 43,923,741 41,080,504 46,272,313  35,%3,70% 47,084,327 74,930,202 71 401,4N0
EIPENSE:
Cost of goods sald- vessels [ 0 2,481,486 0 0 [} 0 [] [ ] [} °
OTHER EXPENSES:
Moeinistration 1,480,323 1,872,783 2,335,485 4,003,118 2,830,401 3,243,990 3,604,262 3,921,284 4,400,000 4,196,220 3,796,929 3,704,947
Atlowance for losses-delsult 0 ] ] [ ¢ 35,110,002 15,000,000 131,401 ] 0 25,737,271 Q627,81
Allonance for losses-uncollectible 0 0 (] 0 0 0 160,574 () ) [} [ (]
Bepreciation [} 0 0 0 0 0 0 (] 0 ] 0 243,306
Hiscel laneous 0 ] (] 0 ] 0 0 ] 112,059 12,418 1,429,401 ]
TOTAL EXPENSE 1,480,373 1,872,783 4,791,151 38,354,002 18,764,838 4,002,685 4,542,059 4,268,638 32,983,849 4,544,082
INC. Dk EXP. BEFORE EXTRA, 1IEM 7,208,512 10,202,929 11,052,568 5,589,13%  22,35,738 42,219,628 50,991,710 62,795,689 41,985,333 24,881,592

EXIRAGRDINARY INCUNE b EIPENSE:
Gatnflass) on disp. of assels 0 (] 0 0 0 0 3,265,829 (] [} 0 0 2,525,000

NET INCOME DR EXPENSE(-} 7,208,512 10,207,929 11,052,548 21,146,810 28,885,949 5,369,739 25,581,560 42,119,620 30,991,701 42,795,489 41,966,353 27,388,592

ANALYSIY OF CHANGE, IN RETAINED EARNINGS

Dpening Balance 38,148,763 45,137,075 55,145,004 67,091,938 06,238,748 117,124,017 122,694,456 148,276,023 190,495,650 241,487,362 304,283,051 345,249,604

Nel incose or eapense 7,208,512 10,207,929 11,082,568 21,145,810 20,805,958 5,569,739 25,581,567 42,219,628 50,993,711 62,795,889  45,96,351 27,384,592

ABJUSTHENTS FOR PRIDR YEAKS:

Prior years incoselespense) §218,200) [ 698,36 0 0 0 0 [ 1] 0 [] ¢
CLOSING BALANCE 545,137,015 35,345,004 967,091,930 480,238,748 $117,124,717 $122,694,456 §148,276,023 190,495,650 $241,487,302 $304,283,050 $346,249,404 $373,635,954

EELISSSSS3IIciSSSISSISSsSSEITOSSSSITISSIoSISSES=Toszsozszs JE—

¥
NOTE: Fiscal year 1976 data covers the peciod 7/1/78 - 6/3C/76 and the 7/1/78 - 9130476 transition quarter.
SOURCE: 1.5, Maratise Adssmistratios.



ASSETS:
fund Balances Mith Treasary:
Budget tunds

federal Security Holdangs

fcrounts Receivadle:
Governsent ageacies
The pudlic
Unasoriized tdiscount) presiue-PBS
AMlowances

Advances to the pudlic
TOTAL SELECTED CURRENT ASSEVS

Loans Reteivable:
Repayalie in dollars
Alfowances

Inventories;: *
Mork-in-process - vessels

Real Property and Equipseni:
Structures b factlities vessels
Allowances

Other Rssets:
Custody exp.-repos. vessels
Oeferred charges
Holes rereivable
Allowances

TOTAL ASSETS

FEOERAL SHIP FINANCING FiNG
STATENENTS OF FINANCIAL CONB11iON
(IREASUKY FORN 220)
AS UF JURE 39, 1973-79 MNP SEPTEMBER 30, 1976-84%

EXHIBIT 4

1973 1 1975 1976 m 1978 1979 1980 1981 1992 1943 e
$381,934 $1,930, 363 $293,14 $1,214,431 3,370 $26,500 £144,333 $2182,207 1269, 244 344,814 §716,70 $1,302,00)
42,580,000 55,970,000 76,417,000 98,174,060 129,969,000 53,990,000 91,940,000 130,960,000 156,705,000 183,920,000 179,249,000 145,313,800
0 [] 1] 1,757,960 2,908,663 1,131,974 1,193,182 1,433,817 2,336,361 4,631,435 2,252,312 4,101,379
1,206,065 1,642,106 1,017,778 4,574,204 1,458,273 197,141 1,114,120 247,649 2,278,220 §,197,08) 8,112,418 13,191,904
431,339 (bbb, 181} {149, 43 {18,215) 1,364,013 §,392,245 187,980 11,365,097 13,394,971 m e 3,108,797 1,723,101
(] 3 [1] [ [} [ 1160,578) {160,578) 166,574} t1be,514) 1559, 497 (1,173,231

834,726 975,925 268,233 5,545,891 3,731,009 3,261,980 1,798,748 837,809 1,083,036 10,947,300 12,913,808 (7,249,789
129,987 0 [] [ [ [] 9 [} (] [} ] [
44,126,064 58,475,290 71,960,979 104,934,322 136,050,379 67,298,480 94,043,300 132,105,507 158,027,300 195,722,114 183,879,558 164,804,806
18,788,923 17,533,281 16,213,312 17,657,269 14,821,460 117,343,708 123,796,697 129,904,126 143,912,598 158,273,131 220,996,438 270,004,457
21,408,097)  $30,908,1973 (11,386,409  (10,756,550)  (10,754,550)  145,950,868)  (35,940,522) (35,940,511} (35,060,991  (50,000,000) €54, 160, 112)  (867,209,692)
1,018,128 5,125,084 4,986,763 £,900,719 4,084,916 11,392,820 67,854,373 73,953,605 9,051,599 308,273,031 167,878,308 202,714, %63
[] ¢ ] ] [ [] 0 0 16,376,076 19,694,859 20,507,468 [}

9 1] v 0 0 [ ? [ [ ] [ 34,234,192

[] o 1] [} [] [] [ [} 0 o [ 213,306}

] '] 0 [ @ 0 [} [] [ [} ] 34,020,78

[ 0 [ 0 0 0 [] [) 3,022,782 3,130,390 1,811,729 942.226

87,248 147,248 749,144 149,244 749,284 1,786,060 3,435,301 2,826,864 ] [ ] [

0 270,000 1,885,845 9 0 ) (] ® [ [} [ )

1747, 248} (147,248} (149, 2¢0) (749,244) (749,244} {19, 244) 121,102) 324,102 1121,102) 0 [} ]

] 270,000 1,885,815 [ 0 1,038,816 3,014,219 2,705,162 2,901 480 3,130,390 1,811,747 962,726
$51,%05,392 4,871,374 §78,753,557  5111,835,041  $140,115,295  $139,728,096 165,213,895  #20B,774,87¢  $268,056,615 4327,020,49¢ $373,82,087 $402,562,183

______ saz=s

MOTE: Fiscal year 1976 data covers the period 7/1/75 - 6/30/76 and the 1/1/76 - 9/30/76 transitvon quarter.

SOURCE:

0.5. Marstise Admamistration.



LIABILETIES:

Acousts Payable:
Accts Pay- Bovt. Ageacies
The public

Advances froa the public
TOTAL SELECTED CURRENT LIABILITIES

Other tiabalities
Deferred credits

101AL LIABILITIES
SOVERNMENT EQUITY:
Unexpeaded Budget Authority:

Unabligated
Undelivered crders

lavested Caprtal
{OTAL GOVERMAENT EQUITY
TOTAL L1AB. & GOVI. EQUITY

NOIE:

SUURCE:  U.S. Maritise Adsimistration.

L1H] 194 1975 1976

0 30 ) i

8,186 515,928 961,236 1,940,926
PR 515,928 961,23 1,940,926
5,561,791 8,154,704 10,700,383 71,855,347
5,567,963 8,670,832 11,061,419  23,5%,793
800,354 $53,538 ° 0
5,368,117 9,528,370 11,861,649 23,594,293
31,758,347 48,949,920 40,319,340 81,338,029
0 ) ) 0
3,758,047 48,949,920 60,319,360 81,336,029
7,378,728 5,395,084 5,772,578 5,900,719
5,037,005 55,343,004 67,091,938 68,218,748
$51,505,392 864,871,394 $78,153,557  $111,835,00)

EXHIBIT &
{Continucd)
19 1978 199 1990 1981 1992 1983 1¥84
10 $785,83) §1,004,5%8 $1,062,882 §1,117,480 350,247 $2,013,868 13,608,536
$1,162,083 ¢ 26,182 [} ) Y 0 *
1,162,083 183,831 1,030,758 1,082,882 1,117,880 350,247 2,033,809 3,408,536
21,828,495 16,247,009 15,907,414 17,216,304 25,551,573 11,187,19% 555,81 5,07,
2,990,574 17,033,640 16,937,812 18,279,223 26,669,253 22,731,483 27,377,684
[} 1] [ [} [ [ ] ¢
22,990,578 17,033,640 16,937,872 18,279,223 26,609,253 22,737,443 21,577,684 28,926,507
113,059,801 30,254,820 77,105,429 113,826,284 128,653,425 172,363,242 156,201,870 135,838,289
[} [} 0 [ 2,506,422 421,49 100,000 160,000
113,059,801 50,264,820 71,105,429 113,826,284 131,358,047 172,984,671 156,301,870 135,138, 289
4,008,916 12,429,636 TI,000,594 76,669,367 110,129,315 134,298,380 169,047,533  1237,697,97
M7,020,17 122,694,456 MAB, 276,623 190,495,051 241,487,362 304,283,051 346,249,803 373,634,246
$180,105,299  4139,728,096  $165,213,895 208,774,874 $248,156,815 327,020,494  $373,827,08]  $402 542,783

Fiscal year 197b data covers the period 7/8/75 - 6/306/74 and the 2/3776 - 9130736 teansition quarter.
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SOURCE: Data obtained from Exhibit 2.
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T e . ) EXHIBIT 11

LORPOU1 10N oF THE PITLE XI PLEET

Nu.ber of Vassels Hortgage Asount Nortqage haount
buaranteed aillions ot dellars Fereent of Total

Theovgh FY1971- FYlabl- Through - ¥1971- Fyiysl- Through Fil971- FYI9EL-
Food¥7o Fyo 1580 SU31ES TOTAL Py 197u Fe 1980 5030783 TGTAL Fy 1970 Fi 1980 5/31/85 T0iAL

SEAGOING VESSELS

Tankers L1 3 i 132 $457.0 §2,202.8  #199.8  #3,135.% 401 261 183 1
Cargo Smips 120 53 18 231 cil.b 1347 96,9 1284 1L 16 91 iH
(arysfrassenger 3hips 10 G 0 14 133 u, ¢ ¢.0 733 &1 % U] i1
Liguefi1ed Hatural Bas Larviecs ) 113 4 14 s 1,230 ¢ 1,239.0 Gi 131 Gy 113
B:y Bulk Carriers 0 1 3 23 u, i 3597 1263 4Bb.4 3 i Y4 H
EUBTOTAL 18 2 KK 412 L 0rny 5,176 50 70643 “I &3l % el
bt & BskfiEs
Rrver Tugs N 1 i3 15% b 142.E 68.9 2123 U EH 3 i
hi-er Bargas g 55 A B BT 3561 2o 3712.3 40u.8 775, i hY3 igk i
flczan Tugs 1 13t 39 171 3.1 BLI 0 1w 2.4 [ 4L 51 S
Grean Harges & 1s LI I w0l §19.7 2.3 hnd.2 1 St 101 &%
Shijibuari Barges low  3tBb 245 3792 Tt 149.8 16,5 169.9 1% % TH 1
SUBTOTRL : LY BRI ST 18 193 A5 1,416, 8185 2,285, 2% 17 3T 191
BRI kgt
Betshore Enill fiys & 7t iz 98 o 1,067,200 3366 1,445.8 2 141 151 123
GiiPLY VESSELS
dftthore Sepport Yeszals L e 1 237 i, ¥4 MUY ') 5i5.8 vl §i 9% 3l
niscetlanecss Jessels 3 o i4 12 Gl 167.0 136, 9 310.0 13 21 Y1 K}
sbiGin T # w43 s 5.0 MES S 1. b1 lei n

TUTA:L

HOE o rerieatages may o0t C0tal doe be rGonding.
il oEr Bha Ranttise ndainteliation.
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EXHIBIT 16

DEFAULT PAYOFFS

190 e e e e

150
170
160
150
140
130
120
110
100
B0
an
70
&0
510

40

an -

T
sy

10

0

yEN ! -~-~<"£3’~-—- £ ,-.~—“"’—'B"“———.,_ Il
b I

t A T

1 72 73

NOTE: Fiscal year 1985 data covers the period 10/1/84 - 5/31/85.

SOURCE: U.S.

H H T T
T4 FH 76 77 g 79

FISCAL YEAR

Maritime Adminstration.






